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THE FUNDAMENTAL NOTION OF CAPITAL, 
ONCE MORE. 

In a former article^ the writer ventured to present the 
conception of a fund of surplus wealth as a possession, 
expressible in terms of money, irrespective of its specific 
form and of any specific use to which it may be put, as 
the real capital concept, and claimed for it, in the interest 
of clear thinking, mutual understanding, and sound theory, 
the exclusive right to be called capital. This concep- 
tion was presented, not as a brand-new one, but as one 
which embodies the fundamental notion in the ancient 
and mediaeval use of the term, and which had already 
received full and conscious recognition in economic litera- 
ture at the hands of Turgot. It was further claimed that 
this conception is the common and practical conception 
of capital, is etymologically entitled to the name, and is 
thoroughly supported in its claim by the principles laid 
down by Professor v. Bohm-Bawerk in his Positiv The- 
orie des Kapitales. It was pointed out that the assump- 
tions of Adam Smith, first, that capital is concrete, and, 
second, that the specific use to which concrete goods are 
put is vital to the concept, introduced a fruitless con- 
troversy as to the scope of the capital concept, during 
which the fundamental notion of surplusness was com- 
pletely lost sight of, until Professor Carl Knies called at- 
tention to its essential character and made it the dis- 
tinctive basis of his definition of capital. While Professor 
Knies showed clearly that the specific use to which this 
fund of surplus wealth should be put was not vital to the 
conception of capital, and thus freed the concept from the 

l"The Real Capital Concept," Quarterly Journal of Economics, vol.xviii. pp. 
54-96. 
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error of one of Adam Smith's assumptions, he immediately 
fell into the error of the other assumption of the great 
Scotchman in conceiving of this surplus as an accumu- 
lated stock of concrete goods. It still remained, there- 
fore, to bring economic science to consciously conceive 
of this surplus as a fund of value, expressible in terms of 
money, as distinguished from a stock of concrete goods. 

The task was a simple one, and the searching analysis 
of the fundamental concepts of the science which has 
marked the renaissance of economic theory during the 
past quarter of a century prepared the way for its ac- 
complishment. In the year 1888, within two months of 
each other and independently, two eminent economists, 
Professor John B. Clark and Professor Carl Menger, each 
inspired by the desire to bring economic theory into closer 
touch with actual business life, defined the common and 
practical concept of capital as a fund of value expressible 
in money, though not embodied in money, but embodied, 
rather, in concrete goods, of varied technical character, 
devoted to production (Clark) or at least to acquisition 
(Menger), not to be confounded in either case, however, 
with the goods themselves. While these writers thus 
conceived clearly of the surplus, to which they appl}^ the 
name "capital," as a fund of value as distinguished from 
a stock of concrete goods, and thus corrected Knies's 
oversight, they failed, nevertheless, to grasp the funda- 
mental and distinctive notion of capital brought out by 
Knies's analysis. It is manifestly not the entire surplus 
expressible in money, irrespective of its specific form and 
of any specific use to which it may be put, to which these 
writers give the name "capital," but only a portion of it; 
namely, that portion which is devoted to production 
(Clark) or to acquisition (Menger). It now became 
necessary, therefore, to combine Knies's fundamental 
and distinctive notion of surplusness with the notion of 
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a fimd of value expressible in money, but not embodied in 
money, which Professors Clark and Menger emphasized. 

This was the task to which the present writer addressed 
himself in the historical and critical portion of his article. 
The result was the capital concept with the analysis of 
which the article opened ; namely, a fund of surplus wealth 
as a possession, expressible in money, irrespective of its 
specific form and of the specific use to which it may be 
put. 

In a recent article* on "Precedents for Defining Capital/' 
Professor Irving Fisher, while acknowledging that " this 
article is a step in the right direction, and will help ulti- 
mately to clear away much of the confusion which still 
pervades this subject," has challenged the soimdness of 
the capital concept therein presented, though he finds the 
definition, if "literally interpreted," "entirely accept- 
able." It seems advisable to quote Professor Fisher at 
considerable length, in order that he may place before the 
reader in his own words the point at issue. He says:' — 

Professor Tuttle includes under capital the value of land, dwell- 
ings, automobiles, and all considerable stores of wealth of any- 
kind, and yet not quite all wealth. I confess I do not understand 
what, or rather how much, he intends to exclude. His definition 
of capital, "surplus wealth as a possession," although somewhat 
vague, seems entirely acceptable, and, if literally interpreted, 
is exactly equivalent to the value of the "stock of wealth (eco- 
nomic goods) existing at an instant of time." But the term "sur- 
plus" has been used in so many senses that it always needs in- 
terpretation. Business men use it in both income accounts and 
capital accounts. A natural interpretation would seem to be 
what still remains over and above what has been already con- 
sumed, or, in other words, what at any instant of time survives 
destruction. "Surplus wealth as a possession" would then mean 
simply surviving or existing wealth. But this interpretation 
Professor Tuttle expressly rejects. He omits from a stock of 
wealth "what is required for the satisfaction of current wants." 

^Quarterly Journal of Economics, vol. xviii. pp. 386-408. 
"Ibid., pp. 403,404. 
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But it is evident that wealth used for "current" consumption 
must mean either what has been or is to be consumed. No finite 
amount can be consumed in "the present"; for the present is 
only a point, and all consumption requires time. If, then, sur- 
plus wealth does not mean what is left after past consumption, 
it must mean what is left after subtracting from the present stock 
some amount which is destined for future consumption. But 
are we to subtract what is to be used to-day, next week, next 
month, or next year? Unless this question be definitely answered, 
the restriction that capital must be a surplus seems to be little 
more than the Hibernian statement that no one has capital unless 
he has a great deal. 

The writer is very grateful to Professor Fisher for the 
opportunity to explain the terms of his definition, which 
had seemed to him, mistakenly as it proves, too simple to 
lend themselves readily to misinterpretation. The defi- 
nition of capital as a fund of surplus wealth as a possession 
implies, as Professor Fisher has rightly iudicated, a classi- 
fication of wealth based upon a distinction between the 
present and the future. Two categories of wealth are 
recognized ; namely, wealth for consumption in the present 
— current consumption — and surplus wealth, or wealth 
that remains after current wants are satisfied, to which is 
given the name "capital." Availability for present, or 
current, satisfaction is the characteristic of the one, while, 
in Professor Marshall's phrase,^ " prospectiveness, or the 
subordination of present desires to future enjoyments," 
is the distinguishing feature of the other. 

What, then, do we mean by the present in economic life? 

The dependence of the individual upon his material en- 
vironment is not momentary, but continuous. The wants 
of man's nature are constantly recurring wants, and capable 
of indefinite multiplication and diversification. While the 
satisfaction of some wants admits of indefinite postpone- 
ment, that of others does not. The reasonably prompt 
satisfaction of those wants that grow out of man's physical 

i Principle! of Economic*, 2d edition, vol. i. p. 125. 
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nature — ^necessities — is imperative. It is evident, then, 
that there must be system, both in the getting of the 
means of want satisfaction and in the applying of the 
means acquired to the satisfaction of the wants; i.e., 
both in production and in consumption. That unit of 
time that serves as the basis of organization in the in- 
dividual's economic life is what the writer conceives to 
be the economic present. The economic wants that belong 
to this period we call present or current economic wants; 
and, in the same sense, we speak of a present or current 
satisfaction. The production that falls within this period 
is present or current production, and the consumption 
that falls within the period is present or current consump- 
tion. In the same sense the net result of the production 
of this period is present or current income, and the corre- 
sponding utilization of the income in satisfying economic 
wants is present or current expenditure. Present or 
current income must be directed, primarily, toward the 
satisfaction of present or current wants. In case it is no 
more than adequate to that end, the man is said to be 
living "from hand to mouth." He makes no provision 
for the future. He lives in the present. The activities 
of each economic present provide barely for the wants of 
each economic present. Such was the condition of the 
savage. Such is still the condition of the large majority 
of men. One economic present fades into another like 
a series of dissolving views. The continuous economic 
life of the individual is lived in periods. It exists in the 
economic present, has behind it a past and before it a 
future, while it moves through a succession of economic 
presents to its close. 

When Professor Fisher writes, "The present is only a 
point of time and no finite amount can be consumed in 
the present," is not his standpoint that of the mathe- 
matician rather than that of the economist? Of such a 
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conception of "the present" Professor William James 
says :' — 

Where is it, this present? It has melted in our grasp, fled ere 
we could touch it, gone in the instant of becoming. ... It is, in 
fact, an altogether ideal abstraction, not only never realized in 
sense, but probably never even conceived of by those unaccus- 
tomed to philosophic meditation. Reflection leads us to the con- 
clusion that it must exist, but that it does exist can never be 
a fact of our immediate experience. 

This certainly cannot be the economic present, that un- 
deniable fact of man's immediate experience, in which 
men, in their struggle with nature for the means of current 
want satisfaction, consciously live, work, experience the 
sensations of want and satisfaction, and plan for the future 
as well as for the present. The economic present is a 
period rather than a point of time. 

The economic present is a species of what the psycholo- 
gist calls the "specious present." In direct substantia- 
tion of the writer's view, Professor J. Mark Baldwin says •? — 

The present is a portion of time marked off from other portions 
as including our actual conscious life. The length of what we re- 
gard as the present time varies according to the interest involved. 
A period of any length may be regarded as present, if we have 
no motive for dividing it into prior and subsequent portions. 

Further, Professor William James puts it in this way :' — 

The practically cognized present is no knife-edge, but a saddle- 
back, with a certain breadth of its own on which we sit perched, 
and from which we look in two directions into time. The unit 
of composition of our perception of time is a duration, with a bow 
and a stern, as it were, — a rearward- and a forward-looking end. 

The economic present is not only a period, but it is a 
period of sufficient definiteness in each man's conscious- 

1 Principles of Peychology, 1890, vol. i. pp. 608, 609. 
^Dictionary of Psychology, s. v. "Present Time." 
^Principles of Psychology, 1890, vol. i. p. 609. 
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ness to serve as the basis for the organization and admin- 
istration of his individual household. It is not an absolute 
period, and, accordingly, its duration cannot be given as 
so many hours, or days, or weeks, or months. On the 
contrary, the period is wholly relative, and must be deter- 
mined by each individual for himself. Its duration de- 
pends largely on the individual's economic condition, — 
his mode of economic activity and the length of the pro- 
duction period, the conditions under which the work is 
done and the terms of payment, the scope of his mental 
grasp and the character of the industrial system to which 
he belongs. To Walker's primitive fisherman, accustomed 
to catch each day the fish for each day's need, the eco- 
nomic present was, perhaps, the day. Under a highly 
organized industrial system the results of production be- 
come available as income to the individual participants 
in the productive process only at intervals of varying 
length. Though the stream of production is constant, 
the flow of income is intermittent. Many regard the in- 
terval between successive instalments of income as the 
economic present, whether it be the day, the week, the 
month, the quarter, or a period of any other length. 

It is evident, then, that the consumption of wealth in 
the present is by no means inconsiderable. In the con- 
sumer's budget, which disposes more or less systemati- 
cally of his income, a certain portion, or the entire in- 
come, perhaps, is appropriated to consumption purposes 
in the present. Only what is left — saved, rescued from 
destruction in the consumption of the present — is en- 
titled to be called a surplus. This is capital. It connects 
the past, the present, and the future, and stands for the 
solidarity of the whole life of the man. Its fundamental 
and distinctive quality is surplusness. It fairly bristles 
with "prospectiveness." Imperishability is written in its 
very nature. It is kept in existence from age to age by 
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preservation, though the concrete goods that embody it 
perish in the using. Capital as a fund of surplus wealth 
is, in Professor Clark's felicitous phrase,' "a perpetual 
fund," "an abiding fund," "a permanent fund." It 
stands for the sacrifice of large benefits in the present in 
order to secure "an endless series of smaller benefits." 
Says Professor v. Bohm-Bawerk :^ — 

We live in the present, but our future is not a matter of indif- 
ference to us, and our reasonable desire is for a lasting well-being, 
embracing both present and future. It is only the logical carry- 
ing out of this general principle that we direct our economic ac- 
tivity toward the larger object of providing for our future as 
well as for our present well-being. In fact, the future has a large 
place in our business arrangements, a larger place than men gen- 
erally think. 

The term "surplus" in the above analysis has been per- 
mitted to retain its commonly accepted meaning. The 
writer cannot agree with Professor Fisher that " a natural 
interpretation would seem to be what still remains over 
and above what has been already consumed, or, in other 
words, what at any instant of time survives destruction." 
On the contrary, such an interpretation would seem to 
be entirely arbitrary. In the science of finance and in 
financial administration the terms "surplus" and "defi- 
cit" always imply the comparison of revenue and ex- 
penditure during a period of time, or, perhaps, for a given 
purpose; while an accumulated surplus is the aggregate 
of the surpluses of a succession of periods. The amount 
in the public treasury at an instant of time, which a flash- 
light photograph might reveal, would by no means he 
regarded as surplus, though it might properly be described 

^''Capital and its Earnings," Puhlications of the American Economic Abso- 
ciation, vol. iii. pp. 81-149; "The Genesis of Capital,** Yalfi Review, vol. ii. pp. 
302-315; The Distribution of Wealth, chap. ix. 

The writer regards Professor Clark's analysis of the nature of capital as an 
abiding fund "that never disappears, and that always draws interest,** as, perhaps, 
the most notable of the many important contributions of this brilliant writer. 

tPoiitiv Theorie da Kapitales, p. 250. 
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as the amount of the revenue receipts which had not been 
already expended. Only that amount which remains in 
the treasury at the close of the fiscal period, after the 
revenues of the period have all been received and the ex- 
penditures of the period have all been made, is regarded 
as surplus. Though hundreds of millions have been cur- 
rently collected and expended, if there remain at the close 
of the fiscal period but one penny, there is a surplus. So 
in the administration of private finances the individual 
consumer recognizes a fiscal period, — the economic pres- 
ent, — whether it be a day, a week, a month, a quarter, 
a year, or what not, and only that is surplus which remains 
at the close of that period, after the income of the period 
— present or current income — has all been received, and 
the expenditures of the period — present or current ex- 
penditures — have all been made. And this is capital. 
Whoever possesses a surplus has capital. Capital grows 
by the accumulation of surpluses. A man's accumulated 
surplus, or the aggregate of the surpluses of a succession 
of economic presents, constitutes his capital. It is clearly, 
then, an arbitrary interpretation of the term "surplus" 
which would employ it to signify the wealth that " at any 
instant of time survives destruction"; for there should 
be subtracted from this sum, not an arbitrary quantum, 
but that quantum which is destined to be consumed in 
the economic present. With the natural interpretation of 
surplus, then, surplus wealth is capital, — even the smallest 
surplus, — and the Hibernianism that Professor Fisher 
seemed to see in the writer's capital concept vanishes. 
A vital difference, then, exists between the capital 
concept which Professor Fisher advocates and the one 
for which the writer is contending. The issue is this: 
Shall the name "capital" be given to a so-called "stock 
(of economic goods, or property, or the value of either) 
existing at an instant of time, as distinguished from a 
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flow through a period of time," or to a fund of surplus 
wealth as a possession, expressible in money? It is be- 
lieved that "the behests of usage and analysis" point un- 
mistakably to the latter concept. In the writer's judg- 
ment, Professor Fisher has eliminated from his concept 
nothing less than the fundamental and distinctive notion 
of capital, the quality of being a surplus, which has always 
attached to the common and practical capital concept 
as well as to the concept of science, though at times lost 
sight of through the prominence given by many writers 
to qualities emphasized by specific uses of portions of 
capital. The notion of saving, consideration for the 
future as opposed to the present, "prospectiveness," has 
always characterized the business man's as well as the 
economist's conception of capital. 

The writer would agree with Professor Fisher's general 
proposition that " there are two sources to which we must 
look for the justification of economic terms; — first, eco- 
nomic usage; and, second, popular and business usage." 

As to economic usage, the writer has elsewhere* made 
it clear that he is in full accord with Professor Fisher 
that, since the time of Adam Smith, there has been no 
established usage whatever. Yet, though "the dividing 
line between wealth which is capital and wealth which 
is not is totally different in each definition, and even dif- 
ferent in each interpretation of the same definition,"^ the 
writer is able to discern what Professor Fisher says he can- 
not see; namely, a common element running through 
them all, — an element, too, not "so vague and general 
as to apply to all wealth." This common element is sur- 
plusness, "prospectiveness," consideration for the futun 
as distinguished from the present. 

l"The Keal Capital Concept," Quarterly Journal of Economica, vol. xviii. pp 
54-96. 

2"Precedenta for Defining Capital," Ibid., p. 390. 
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It is eminently fitting, in our review of economic usage, 
to begin with Turgot, who has given us what Professor 
Taussig' calls the first modem discussion of capital, and 
holds, therefore, a position of peculiar importance in the 
literature of this subject. Further, the writer believes, 
as he has stated in a former article,^ that Turgot clearly- 
recognized surplusness as the fundamental and distinctive 
quality of capital. As Professor Fisher has ventured to 
challenge the correctness of this interpretation, it seems 
desirable to examine in some detail the controverted 
passages. 

"Whoever," says Turgot,^ "receives each year more 
value than he needs to spend, can place this surplus in 
reserve and accumulate it. These accumulated values 
are what is called capital." Turgot here expressly rec- 
ognizes the year as the unit of time, — the economic present. 
Each year the current income is compared with the current 
expenditure. If the income is more than the expenditure, 
there is a surplus. This can be placed in reserve and ac- 
cumulated. These accumulated surpluses are what is 
called capital. Turgot has given us a concise description 
of the origin, growth, and nature of capital, making it 
clear that he understands by capital a fund of surplus 
wealth as a possession, expressible in money, but not 
embodied in money. 

In an article entitled "What is Capital?"* published in 
1896, Professor Fisher wrote of Turgot's capital concept 
as follows (the italics are mine) •? — 

Turgot regarded capital as savings. If this term be used to 
include all commodities acquired, but not yet consumed, — i.e., 
all in existence at any one time, — his conception agrees precisely 
with the one here advanced. But it would seem from the pas- 

^Wages and Capital, p. 127. 

2"The Real Capital Concept," Quarterly Journal of Economics, vol. xviii. pp. 
67-69. 

'^RSfiexions sur la Formation et la Distribution des Richesses, section 59. 
^Economic Journal, vol. vi. pp. 509-534. ^Ibid., p. 517. 
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sages' previously quoted that Turgot meant to exclude all goods 
of "current" consumption. Nor did he apply the term "capi- 
tal" to individual things, but to their collective value. Except 
for these differences . . . his conception was practically the one 
here proposed. 

But, in the judgment of the present writer, these differ- 
ences are vital. Yet, after an interval of eight years. 
Professor Fisher again writes:^ — 

I feel more doubtful now than when the above was written 
that Turgot meant to exclude any part of stock, as being used in 
"current consumption." Professor Tuttle believes that he did. 
If so, Turgot was, like Knies and Tuttle, guilty either of the con- 
fusion of subtracting a flow from a fund or of an arbitrary separa- 
tion of stock into that to be used for the immediate future and 
that reserved for the more remote future. 

This criticism is seemingly not well taken; for, to the 
present writer, Turgot is clearly innocent of the alternative 
charges preferred against him. His own words make it 
evident that he is not "guilty of the confusion of sub- 
tracting a flow from a fund"; for he expressly says that 
he subtracts one flow — the outflow, expenditure — from 
another flow — the inflow, income — during a given period. 
In that certainly there can be no confusion. Further, a 
natural interpretation would, in the writer's judgment, 
pronounce Turgot not guilty of "an arbitrary separation 
of stock into that to be used for the immediate future 
and that reserved for the more remote future." The 
designations "immediate future" and "more remote 
future" do seemingly indicate an arbitrary division of 
time, as Professor Nicholson' has also pointed out. But, 
when we recall that the periods here referred to are the 
economic present and future, the division of time and the 
corresponding separation of income suddenly lose their 

IThe passage here referred to is the one above quoted. 

^"Precedents for Defining Capital," Quarterly Journal of Economics, voJ. 
xviii. p. 396. 

^PrincipUt of Political Economy, vol. i. pp. 89, 90. 
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arbitrary aspect and seem perfectly natural as familiar 
phenomena of common and practical life. 

But Professor Fisher does not stop here. He even 
attempts to make Turgot renounce the terms of his own 
definition and expressly include under capital "the whole 
stock of economic goods in existence at an instant of time." 
To the present writer, however, Turgot is throughout con- 
sistent with his definition, and Professor Fisher has again 
seemingly misinterpreted him. In Section 83 of the Re- 
flexions Turgot,' in a recapitulation of his discussion of 
capital, mentions five different methods of profitably in- 
vesting capital; namely, first, a landed estate (thus ex- 
pressly including, as Professor Fisher has indicated, the 
value of land under capital), and then, in order, agricult- 
ural, manufactural, and commercial undertakings, and, 
finally, an interest-bearing loan. A little later, in Section 
91, Turgot enumerates the different elements that make 
up the "riches of a nation." He says:^ — 

To obtain the total of a nation's riches, we must add to that [the 
sum of the nation's riches in landed property] the movable riches; 
which consist in the sum of the capitals employed in all the enter- 
prises of agriculture, industry, and commerce and which never 
come out of them, since all the advances in every kind of enter- 
prise must needs incessantly return to the undertakers to be in- 
cessantly put back into the undertaking, as otherwise it could not 
continue. 

Then in Section 92 Turgot expressly shows that loaned 
capital cannot be included in the total of a nation's riches 
without being reckoned twice over, but that capital in- 
vested in durable consumption goods, such as furniture, 
jewels, plate, paintings, statues, hoards of money, should 
be included. Professor Fisher, however, cites a passage 
in which he claims Turgot expressly includes under 
capital, in addition to the value of land, '"all the other 

iReflexiona aur la Formation et la Diatribution des Richesses, section 83. 
'Ashley's translation is here used. 
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movable property' except debts." The passage runs as 
follows :' — 

But though we cannot include, in calculating the riches of a 
nation, the capital which corresponds to the interests of money 
placed on loan without reckoning it twice over, we ought to include 
aU the other movable property, which, although they formed origi- 
nally the occasion of expenditure and bear no profit, neverthe- 
less form, from their duration, a true capital which is constantly 
accumulating and which, inasmuch as it can at need be exchanged 
for money, makes, as it were, a reserve fund, which may enter 
into commerce, and, when one pleases, make up the loss of other 
capitals. Among these may be mentioned furniture of all kinds, 
jewels, plate, paintings, statues, ready money shut up in the 
chests of misers: all these things have a value, and the sum of 
all these values may reach a considerable amount in rich nations; 
but, considerable or no, it is still true that it ought to be added 
to the sum of the price of landed estates, and to that of the ad- 
vances circulating in enterprise of every kind, in order to make 
up the sum total of the riches of a nation. 

It is evident from the above passage that the phrase 
"all the other movable property," which Professor Fisher 
apparently regards as unrestricted in its scope, is restricted 
by the clause "which . . . form, from their duration, a 
true capital, which is constantly accumulating," etc. Tur- 
got, then, manifestly does not include under capital "all 
other movable goods," which would comprise perishable 
consumption goods as well as the use of durable consump- 
tion goods (to be distinguished from the goods themselves) 
which has a value of its own and can be currently con- 
sumed; for all these are articles of current consumption 
and perish in the using. Further, Turgot evidently does 
not include such things in the total riches of a nation. 
However, in including under capital the value of durable 
consumption goods, Turgot, as the writer has elsewhere^ 

1 "Precedents for Defining Capital," Quarterly Journal of Economics, vol. 
xviii. pp. 396, 397. 

'"The Real Capital Concept," Quarterly Journal of Economics, vol. xviii. pp. 
68,69. 
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shown, is perfectly consistent with his definition. With 
Turgot, as he expressly says near the close of his treatise, 
capital is "nothing but the accumulation of the part of 
the values produced by the land that the proprietors of 
the revenue, or those who share it with them, can lay by 
every year without \asing it for the satisfaction of their 
wants.'" To the writer, then, all reference to Turgot as 
one who "closely identified capital and stock," as Pro- 
fessor Fisher conceives "stock," seems entirely misleading. 
While Adam Smith did not recognize surplusness as the 
distinctive quality of capital, yet that quality clearly 
attaches, in a fundamental way, to his capital concept. 
But let Adam Smith speak for himself. He says:^ — 

When the stock which a man possesses is no more than suffi- 
cient to maintain him for a few days or a few weeks, he seldom 
thinks of deriving any revenue from it. He consumes it as spar- 
ingly as he can and endeavors by his labour to acquire something 
which may supply its place before it be consumed altogether. 
His revenue is, in this case, derived from his labour only. This 
isthe state of the greater part of the labouring poor in all countries. 

But when he possesses stock sufficient to maintain him for 
months or years, he naturally endeavours to derive a revenue from 
the greater part of it; reserving only so much for his immediate 
consumption as may maintain him till this revenue begins to come 
in. His whole stock, therefore, is distinguished into two parts. 
That part which, he expects, is to afford him this revenue, is called 
his capital. The other is that which supplies his immediate con- 
sumption. 

In the above passage, Adam Smith comes so close to the 
recognition of surplusness as the distinctive quality of 
capital that one queries whether this were not his real 
intention. Yet closer scrutiny seems to reveal that ex- 
istence as a surplus, though essential, was not of itself 
enough to entitle wealth to be called capital. Surplus 
wealth, to be capital, must in his view have the quality 

^Ashley's translation of the Refteziona, section 100. 
^Wealth of Nations, Book II. chap. i. 
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of productiveness or, at least, acquisitiveness. It was this 
undue emphasis laid upon qualities, which, though im- 
portant as indicators of the possibilities of capital in cer- 
tain direction, are not fundamental, that introduced the 
capital controversy. Had Adam Smith, like Turgot, rec- 
ognizing in surplusness the fundamental and distinctive 
idea of capital, regarded surplus wealth expressible in 
money as capital, and then enumerated, analyzed, and 
illustrated different possible uses to which capital can be 
advantageously put, there would have ensued no contro- 
versy over the scope of the concept. 

The other writers, grouped by Professor Fisher with 
Turgot and Adam Smith as "the classical authors," 
namely, Ricardo, Malthus, Mill, Senior, McCuUoch, Say, 
and Roscher, are, with the exception of Say, true followers 
of Adam Smith in that they recognize surplusness as a 
fundamental, though by no means distinctive, quality of 
capital. Capital is represented by each of these writers 
as an accumulated stock of concrete goods, the result of 
saving, not, however, the aggregate surplus of income 
which has not been currently consumed, but only a por- 
tion of it. Say alone must be regarded as a follower of 
Turgot in that he recognized surplusness as the funda- 
mental and all-determining quality of capital. 

One may go further, and divide all writers on capital 
after Turgot into two principal groups ; the one to com- 
prise those writers who, either directly or indirectly, 
recognize surplusness as a fundamental quality of capi- 
tal, and the other to comprise those who do not, or better, 
perhaps, those who regard "existence at an instant of 
time" as the distinguishing characteristic. The first group 
will be found to embrace not only the classical writers 
above mentioned, but the large majority of all other writers 
on this important subject, notably such names as Jevons, 
Carl Knies, Bohm-Bawerk, John B. Clark, Carl Menger, 
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Alfred Marshall, J. S. Nicholson, F. W. Taussig, and T. N. 
Carver; while the second group will be found to contain 
not one of "the classical writers," and only a small mi- 
nority of the others. The only names recognized by Pro- 
fessor Fisher as with certainty belonging to this group, 
besides his own, are J. G. Courcelle Seneuil,^ Edwin Can- 
nan,^ A. T. Hadley,=' and William Smart.^ But F. A. 
Fetter'' should be added. The first group may be further 
divided into two sub-groups, according as the writers do 
or do not recognize surplusness as the distinctive idea of 
capital. To the first sub-group belong Turgot, Jean Bap- 
tiste Say, Carl Knies, and J. S. Nicholson; while to the 
second belong Adam Smith and all the other writers of 
the group except the four just named. 

Yet Professor Fisher expressly names, as among those 
who "virtually or nearly adopt" his conception of capital, 
Carl Knies" with his " existing stock of goods (whether for 
consumption, acquisition, or production) which is avail- 
able for the satisfaction of wants in the future," Professor 
Clark' with his "permanent production fund," Professor 
Nicholson' with his "three species of capital, in each of 
which a different quality is emphasized according as we 
consider (1) the yield of a revenue, (2) the production of 
more wealth, (3) the reservation of means for future enjoy- 
ment," thus suggesting "some root-idea from which these 
three branches spring," which is formulated in the defi- 
nition: "Capital is wealth set aside for the satisfaction — 
directly or indirectly — of future needs." It is evident that 

^TraiU Theoretique ei Pratique d' Economic Politique, Paris, 1867. 

*A History of the Theories of Production and Distribution in English Political 
Economy. 

^Economics. *The Distribution of Income. 

5'*Recent Discussion of the Capital Concept," Quarterly Journal of Economics^ 
vol. XV. pp. 1-45. 

SKnies, Das Geld. 

^ The Distribution of Wealth, chap. ix. ; "Capital and its Earnings," Publi- 
cations of the American Economic Association, vol. iii. pp. 81-149; "The Genesis 
ot Capital," Yale Review, vol. ii. pp. 302-315. 

^Principles of Political Economy, vol. i. p. 91. 
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the conception of none of these writers is "virtually or 
nearly" identical with the conception which comprises "all 
the economic goods in existence at a given instant." While 
Professor Clark would eliminate from such a "stock" all 
wealth not devoted to production, Professors Knies and 
Nicholson would eliminate those goods which are de- 
signed for the satisfaction of wants in the present as 
distinguished from the future. 

But there is a certain ambiguity attaching to the term 
"stock" which, in the writer's judgment, vitiates Pro- 
fessor Fisher's definition of capital and particularly his 
estimate of the place his concept holds in scientific and 
in common and practical usage. This ambiguity has ap- 
parently led Professor Fisher to imderestimate the really 
vital difference between his capital concept and others 
with which he compares it. Before reviewing Professor 
Fisher's analysis, therefore, it is imperative that one should 
note at least two important senses — a broader and a nar- 
rower sense — in which the term "stock" is used; namely, 
that of the existing quantity of anything at an instant of 
time, and that of an accumulated surplus of anything at 
the close of a period of time. 

Professor Fisher, in his definition of capital, evidently 
uses the term "stock" in its broader sense to signify the 
total quantity of economic goods existing at an instant of 
time. This, also, is the sense in which Adam Smith uses 
the term when he speaks of a man's whole "stock" as 
"distinguished into two parts. That part which he ex- 
pects is to afford him this revenue is called his capital. 
The other part is that which supplies his immediate con- 
sumption."^ This latter part is said to 

consist either, first, in that portion of the whole stock which was 
originally reserved for this purpose; or, secondly, in his revenue, 

^Wealth of Nationa, Book II. chap. ii. 
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from whatever source derived as it gradually comes in; or, thirdly, 
in such things as have been purchased by either of these in former 
years, and which are not yet entirely consumed; such as a stock 
of clothes, household furniture, and the like/ 

Travers Twiss, commenting on Adam Smith's use of the 
term "stock," says: — 

Adam Smith was doubtless correct in considering the annual 
consumption of almost every owner of stock to be supplied partly 
from the reserved produce of the labour of former years, i.e. his 
stock; partly from the incoming produce of the labour of the present 
year, i.e. his revenue ; but the classing of the incoming revenue 
serving for immediate consumption under the head of stock seems 
to be at variance with the previous division of produce, upon 
which the definition of stock is based. Revenue, as it gradually 
comes in, is incoming produce; stock is accumulated produce; 
that portion of stock, which is consumed as it comes in, is never 
accumulated; it therefore cannot form, correctly speaking, a 
part of a man's stock, which is the aggregate surplus of revenue 
which has not been immediately consumed. The propriety, 
likewise, of confining the term capital to that portion of a man's 
stock which is actually employed in increasing the productive- 
ness of labour, has likewise been questioned, with good reason. 

In this critical comment Travers Twiss has brought out 
another important sense — a narrower sense — of the term 
"stock"; namely, that of an accumulated store, an ac- 
cumulated reserve, "the aggregate surplus of revenue." 
In other words, Travers Twiss has defined stock to mean 
exactly what the writer would designate by the term " sur- 
plus." Further, this is a very common use of the term 
both in economic literature and in common and practical 
life. 

An illustration may serve to make clear the difference 
between these two uses of the term "stock." 

To illustrate Professor Fisher's idea of "stock," imagine 
a reservoir with an inflowing and an outflowing stream of 

ITravers Twiss, View of the Progrem of Political Economy in Europe tince 
the Sixteenth Centurv, London, 1847, p. 186. 
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water. The "stock" of water, in his view, would be the 
entire quantity of water existing at an instant of time, 
and would comprise the water in the reservoir as well as 
that in the inflowing and outflowing streams. The 
"stock" of water increases or decreases from one point of 
time to another, according as the inflow is greater or less 
than the outflow. To adapt the illustration, instead of a 
water imagine a wealth reservoir, — the consumer's purse 
in a broad sense, — with an inflow of net income and an 
outflow of consumption expenditure. "Stock" would, in 
Professor Fisher's view, comprise the entire quantity of 
wealth existing at an instant of time, and would include 
the wealth in the purse as well as the net income due and 
on the way to the purse and the expenditure already in- 
curred, in so far as the goods had not actually been con- 
sumed, as, for example, the "diimer on the table" and 
the "cigar in the smoker's mouth." To such a "stock" 
Professor Fisher gives the name "capital," and says:' — 

The simplest proposition of capital is that it increases or de- 
creases from one point of time to another, according as its inflow 
is greater or less than its outflow. 

On the other hand, to illustrate the narrower conception 
of "stock," imagine, instead of one, two reservoirs, A and 
B, reservoir A with an inflowing and an outflowing stream 
of water, and reservoir B so connected with reservoir A 
as to receive any excess— surplus — of the inflow over the 
outflow. Now the stock of water, according to the nar- 
rower view, would be the amount of water in reservoir B; 
for stock of water is accumulated water, and that portion 
of water that flows out as it flows in is never accumulated. 
It, therefore, cannot form, correctly speaking, a part of the 
stock of water which is the aggregate surplus of water. 
To adapt the illustration, imagine two wealth reservoirs, 

l"The Role o( Capital in Economic Theory," see the Economic Journal, 
vol. \Ti. p. 513. 
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the consumer's purse with two compartments, which for 
convenience we may name A and B, compartment A re- 
ceiving directly the inflow of net income and supplying 
directly the outflow of consumption expenditure, while 
compartment B receives any excess — surplus — of the in- 
flow over the outflow. The man's stock of wealth, in the 
narrower sense, would in this illustration be the amount 
of wealth in compartment B; for a stock of wealth is ac- 
cumulated wealth. That portion of net income which is 
paid out as it comes in is never accumulated. It there- 
fore cannot form, correctly speaking, a part of a man's 
stock of wealth which is the aggregate surplus of net in- 
come over consumption expenditure. 

To such a stock or fund of wealth the writer would give 
the name "capital." This is the fund of surplus wealth, 
expressible in money, which is under discussion. It does 
not comprise all wealth existing at an instant of time, but 
only a portion of it; namely, that portion which is properly 
characterized by the quality of surplusness. 

With the two important senses ' — the broader and the 
narrower sense — in which the term "stock" is used clearly 
in mind, and remembering that Professor Fisher, in his 
definition of capital, uses the term in the broader sense, 
let us return to his analysis. He saj^s:^ — 

Abandoning, then, the impossible task of discovering what is 
the accepted economic usage, let us turn to the usage of the busi- 
ness man and the general pubHc which is innocent of poMtieal 
economy. It will surprise many academic economists, as it cer- 
tainly did me, that a study of this phase of the subject shows: 
(1) that before Adam Smith no precedent is found for definitely 
and avowedly dividing "stock" (in the broader sense) into two 
parts, only one of which is capital, but that "stock" (in the broader 
sense) and capital w^ere practically synonymous; (2) that the defi- 
nitions before the time of Adam Smith, while they all conflict 

1 Besides these two the term "stock" has other restricted meanings which 
must be determined from the context. 

^Quarterly Journal of Economics, vol. xviii. pp. 391, 392. 
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with him and most other economists, are in substantial agree- 
ment with each other; (3) that the present popular and business 
usage continues to follow the pre-Smith usage, almost wholly 
undisturbed by the economist; (4) that this continuous popular 
and business usage for three hundred years seems always con- 
sistent with, and in many cases specifically identical with the 
conception of capital here advocated ("stock" in its broader 
sense)/ 

On the ground that "the best index of usage is in the 
work of lexicographers, they being the ones who have 
sought from time to time to record it," Professor Fisher 
bases his study on a "comparison of seventy-two dic- 
tionaries in the Yale University library." He finds that 
the earliest dictionaries define capital as "the principal of 
a debt." It was the principal of a money loan as dis- 
tinguished from the interest. But let us ask ourselves 
the question. Is there not implied here a definite and 
avowed division of "stock" (in the broader sense) into 
two parts, only one of which is capital? Is capital, ac- 
cording to this definition, "practically synonymous" with 
"stock" (in the broader sense)? It is perfectly evident 
that "stock," in the sense of the entire quantity of goods 
a man owns at a given instant, cannot be made the " prin- 
cipal of a debt," — is not loanable wealth, — but only a 
portion of it; namely, what he can spare, or, in other 
words, the accumulated surplus of his net income over his 
consumption expenditure. But this is stock in the nar- 
rower sense. 

But Professor Fisher finds^ " a second and broader mean- 
ing" of capital; namely, "the value of stock in trade," or 
"the term is applied to the sum originally put into the 
trade instead of to what may exist at the moment," or 

1 It should be noted here that Professor Fisher does not indicate the sense 
in which he uses the term "stock." Presumably, he uses it in the broader sense. 
The query is continually in the writer's mind whether throughout Professor Fisher's 
discussion of capital there may not be an unconscious lapse from the broader into 
the narrower sense of the term "stock." 

t Quarterly Journal of Economics, vol. xviii. pp 392. 393. 
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"'capital' is applied to the sum permitted in the charter." 
Here, again, is implied a definite and avowed division of 
"stock," in the broader sense, into two parts, only one of 
which is capital; for it is evident that no man can invest 
in trade the entire quantity of wealth he owns at an in- 
stant of time, as many a man of large income can testify. 
Unless he can accumulate a surplus of net income over his 
consumption expenditure, he can have no capital in the 
sense of "the value of stock in trade." In other words, 
surplusness is the fundamental idea of "stock," and con- 
sequently of capital defined in terms of "stock," even 
according to these definitions. 

"But," says Professor Fisher, "if there be still doubt 
whether any authorities mtended to extend the use of the 
term outside of 'business,' it is dispelled by the following 
definitions." Here six definitions are cited.^ In three of 
these capital is expressly defined as "a stocke, a man's 
principall or chief e substance," or "the stock of valuable 
exchangeable commodities possessed by individuals or a 
community." In the writer's opinion, the context re- 
veals that the term "stock" is, in these definitions, used 
in the narrower sense, thus implying again a division of 
"stock" in the broader sense into two parts. In a fourth 
definition, capital is said to be " the name commonly given 
to every amassed sum, and more particularly to those 
which. Invested or loaned out, are able to produce interest." 
Here, again, capital is employed to signify only a portion 
of "stock" in the broader sense. As to the lexicographer's 
real meaning in the other two definitions cited,^ there 
seems to be some groimd for doubt; but they were pub- 

1 Quarterly Journal of Economics, vol, xviii. pp. 394, 395. 

•The two definitions quoted are: — 

1678, Dufresne du Cange, Glosaarium, — *'Capitale dicitur bonum omne quod pos- 
aidetur; praesertim vero bonomm species ilia, quae in pecudibus consistit." 

1883. Simonds, P. L., The Com-mercial Dictionary of Trade Products, Manu- 
facturing and Technical Terms. . . . London. "Capital, the amount of money or 
property subscribed or employed in a joint-stock association; the money assets 
invested in business by a trading firm or individual; the net worth of a party." 
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lished more than two centuries apart, and would hardly 
seem, in any case, to sustain the conclusion that in the 
genesis of the term "capital" it became finally applied 
"to any fimd or stock whatever." 

It is clear, then, in the light of the above analysis, why 
the writer is unable to accept Professor Fisher's first con- 
clusion; namely, "that before Adam Smith no precedent 
is found for definitely and avowedly dividing * stock ' (m 
the broader sense) into two parts, only one of which is 
capital, but that stock (in the broader sense) and capital 
were practically synonymous." On the contrary, though 
capital was frequently defined in terms of "stock," and 
thus apparently implied no separation of "stock" into two 
parts, we find that the term "stock" was used in the nar- 
rower sense of an accumulated fxmd, — a surplus, — and not 
in the broad sense of " all the economic goods in existence 
at an instant of time," the meaning Professor Fisher gives 
to the term in his definition of capital. 

With this interpretation of the term "stock" the writer 
is able to agree with the second and third points in 
Professor Fisher's conclusion;' namely, "(2) that the 
definitions before the time of Adam Smith, while they all 
conflict with him and most other economists, are in sub- 
stantial agreement with each other," and " (3) that present 
popular and business usage continues to follow the pre- 
Smith usage, almost wholly undisturbed by the econo- 
mists." 

But the writer decidedly takes exception to the fourth 
point in Professor Fisher's conclusion; namely, "that this 
continuous popular and business usage for three himdred 
years seems always consistent with and in many cases 
specifically identical with the conception of capital" ad- 
vocated by him. To be sure, capital has usually been 
defined in terms of "stock"; but the term "stock" has 

'"Precedents for defining Capital," Quarterly Journal of Economics, vol. xviii. 
pp. 392, 393. 
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been used in the narrower sense, while Professor Fisher 
uses it in the broader sense. If our analysis has revealed 
anything, it is this: that the quality of being a surplus — 
surplusness — is the fvindamental idea embodied "in this 
continuous popular and business usage for three hvindred 
years," while, according to Professor Fisher's conception, 
mere existence at an instant of time is the root-idea of 
capital. 

Professor Fisher finally gives citations from five dic- 
tionaries published within the last thirty years, which, 
owing to "the influence of the economist" "find it neces- 
sary to distinguish between capital as used in ' commerce ' 
and capital as used in ' political economy.' " He finds that 
"in commercial and popular use" capital is defined in 
terms of "stock"; but he fails to call attention to the 
significant fact that in every instance the term "stock" 
is used in a restricted sense. There is not even a suggestion 
in these definitions that the term " capital," " in commercial 
and popular use," is used to signify "stock" in the broader 
sense of "all commodities in existence at a particular 
instant," in terms of which Professor Fisher defines 
"capital." "Existence at an instant of time" is charac- 
teristic of all wealth; but that portion of wealth which is 
called capital must not only exist at a given instant, but 
it must exist as a surplus. Surplusness is the character- 
istic which marks wealth as capital. Further, in every 
instance cited by Professor Fisher, in which capital is de- 
fined in terms of "stock," surplusness is found to be the 
fundamental idea of "stock." 

As the present writer has elsewhere maintained,^ a fund 
of surplus wealth expressible in money is capital, irre- 
spective of the specific concrete form in which it may 
momentarily be embodied and of the specific use to which 
it may be put. It is capital simply as a surplus. It 
exists in land, in production goods of all sorts, in durable 

^Quarterly Journal of Economics, vol. xviii. pp. 54-96. 
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consumption goods, and in stocks of perishable consump- 
tion goods. It is a significant admission when Professor 
Fisher says/ "The only point on which some of them 
[business men] hesitate is whether or not all articles in 
consumers' hands are capital." The fact is that "the 
supplies on the table of the man bolting his dinner" and 
the "cigar in the smoker's mouth" are not commonly 
regarded as capital, nor is any portion of that wealth 
which is set apart for consumption uses in the economic 
present commonly so regarded. 

Careful book-keeping, which Professor Fisher thinks 
would reveal the correctness of his conception of capital, 
would, in the present writer's judgment, only make its 
fallacy the more obvious. If a private family should 
"draw up a balance sheet, entering all its property, such 
as house, furniture, provisions, etc.," giving the market 
value of each item "on the one side, with the debts on 
the other," the business man would call the balance of 
assets over liabilities not "capital," but wealth.^ The 
total fund of value that a man owns at a given moment is 
wealth. It is what he is worth. It determines his " con- 
dition of relative well-being" at that moment. But book- 
keeping is for a period, not for an instant of time, and it 
at once becomes necessary to divide this fvmd of wealth 
into two parts, the one to be devoted to consumption 
purposes in the economic present, and the other, surplus 
wealth or capital. It will be necessary, therefore, to keep 
three distinct accounts; namely, an income account, a 
consumption expenditure account, and a capital account. 
Capital is a surplus fund, and must be kept intact. To 
the end of its preservation its individuality must be rec- 
ognized. It must be treated as a distinct fund, separate 
from income and from consumption expenditure. It is, 

^Quarterly Journal of Economics, vol. xviii. p. 400. 

*'*The Wealth Concept," Annals of the American Academy of Political and 
Social Science, vol. i. pp. 615-634. 
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indeed, a fvmd as distinguished from a flow, and the two 
should not be confounded. Its existence is not for the 
instant merely, but forever. A conception of capital which 
would break down the vital distinction between the eco- 
nomic present and the economic future, and take out of cap- 
ital the idea of surplusness — " prospectiveness " — which 
has always attached to the concept, would be in the high- 
est degree confusing. The ideas of "stock" and "flow" 
can be adequately exploited without such a " breach with 
tradition," and with common and practical usage, as is 
involved in the proposed conceptions of "capital" and 
"income." Such a revolution in economic terminology, 
instead of "removing certain verbal obstacles which now 
block the way to important ideas," would render mutual 
understanding well-nigh impossible. The idea of "the 
existing stock of economic goods," or, perhaps, fund of 
wealth, as opposed to "a flow of economic goods," or, 
perhaps, wealth, "through a period of time," may have 
importance for certain problems, and certainly lends it- 
self particularly well to mathematical presentation. But, 
in the judgment of the present writer, the conception of 
capital as a permanent fund of surplus wealth as opposed 
to interest, its peculiar flow through an endless succession 
of periods, does not, as Professor Fisher seems to think, 
run athwart his idea of the distinction between a "stock" 
and a "flow," but parallel with it, and has its own peculiar 
problems. 

Another illustration in point is afforded by Professor 
Fisher's use of the term "income."' In his conception 
of "income" he has broken with tradition and with com- 
mon and practical usage as completely as in his capital 
concept. It strikes one as peculiarly strange and revo- 
lutionary to be told that "all income consists of services," 
and that "every article of wealth yields an 'income,'" 

l"The R61e of Capital in Economic Theory," Economic Journal, vol. vii. pp. 
522-536. 
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that the dinner on the table yields an "income" to the 
one who eats it. Such a conception of " income" obscures 
the fundamental distinction between production and con- 
sumption. Production is commonly regarded as the source 
of income, and consumption as the source of expenditure. 
Yet, should we grant Professor Fisher, for the moment, 
his peculiar view of " income," he would find it necessary 
still to distinguish between a fund of wealth which yields 
all its so-called "income" in the present and another fimd 
which yields a perpetual series of smaller "incomes." 
While mere existence as wealth makes it possible for the 
owner to buy an "income" in the present, only surplus 
wealth (capital) can be employed to buy an income for- 
ever (interest). In other words, the owner of a fimd of 
one hundred dollars can use it to buy a perpetual "in- 
come" of five dollars per year only in case he does not 
need it to buy a present "income" of one hundred dollars. 
The problem of present so-called "income" from wealth 
and that of a perpetual income from capital as a fund of 
surplus wealth would still exist as two distinct problems. 
The grornid on which Professor v. Bohm-Bawerk re- 
jected Professor Knies's definition of capital is identical 
with that on which Professor Fisher has rejected that of 
the present writer; namely, that it is based on an arbitrary 
distinction between the present and the future. But it is 
interesting to note that Professor v. Bohm-Bawerk shortly 
devoted an entire chapter* to the fmidamental impor- 
tance of that very distinction in economic life, and finally 
founded his theory of interest upon it. It is not surprismg 
that Professor v. Bohm-Bawerk's critics^ have called atten- 
tion to the fact that " he reached a correct theory of interest 
only by abandoning his elaborately prepared definition of 
capital." It is, indeed, more than possible that Professor 

IKapilal und Kapitahins, -vol. ii. pp. 248-298. 

2Irving Fisher, "The Role of Capital in Economic Theory," Economic Journal, 
vol. vii. p. 523. 
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V. Bohm-Bawerk received the suggestion of his theory of 
interest from his distinguished teacher. At the close of 
his critique on Professor Knies's conception of capital he 
says :' — 

But to be perfectly fair I must expressly acknowledge that 
there is a deep and significant idea at the basis of it, and that 
if his conception falls short, it is only because of external difficul- 
ties which belong, if I may be allowed the expression, to the tech- 
nique of conception. Devotion to the service of the future is, 
indeed, a peculiarly important characteristic of the goods we call 
capital, a characteristic which gives us the key to the most im- 
portant problems connected with the name. Only it is not ex- 
actly the distinguishing characteristic, but one that those goods 
which we call capital share with some other goods which we have 
good reason for not reckoning as capital, and for that reason — 
and for that reason only — it is not fitted to serve as the constitu- 
tive and distinctive ground on which to base our definition. 

It is, indeed, unfortunate that Professor v. Bohm- 
Bawerk could not have rid Knies's capital concept of " the 
external difficulties belonging to the technique of the con- 
ception," recognizing, as he did, the fundamental impor- 
tance of the underlying distinction, even going so far as to 
utilize that distinction in his interest theory. Though 
surplusness is a fundamental characteristic of the concep- 
tion to which he gives the name "capital" — namely, "the 
aggregate of intermediate products" — it is not its dis- 
tinguishing characteristic. Failing to recognize it as the 
distinctive characteristic of capital, he naturally did not 
adopt it as the "constitutive and distinctive ground on 
which to base his definition." Consequently, Professor 
V. Bohm-Bawerk failed to construct a conception of capital 
which should serve as a logical foundation for his theory of 
interest. 

The general conclusion to which our study brings us is 
that the quality of being a surplus is a fundamental notion 
which has always attached to the capital concept in com- 

^Kapital und Kapilahins ,\o\. ii. p. 51. 
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mon and practical life, and, with but few exceptions, to 
that of economic science, also. Though one can count upon 
the fingers of one hand the writers who have as yet con- 
sciously recognized it as the distinguishing characteristic, 
and have defined the bounds of the capital concept accord- 
ingly, yet the fact of its well-nigh universal recognition 
as the fundamental notion of capital is full of significance. 
It is to be expected that different writers, from their 
various standpoints, will continue to emphasize in the 
future, as they have done in the past, different aspects 
or qualities of capital. Some will continue to think and 
speak of capital as loanable wealth — a loan fund, the 
principal of a debt — on account of their peculiar interest 
in the relation of capital to credit. Others will speak of 
capital as a "production fimd," others as an "acquisitive 
fimd," and still others as a "durable consumption fund." 
Only in the conscious recognition of the fact that these 
seemingly different concepts are but different species of 
the genus capital, that the fundamental quality of sur- 
plusness, which is common to them all, makes them all 
kin, is the solution of the capital controversy to be found. 
Through such a recognition it becomes possible to think 
of capital as "an abiding fund" of surplus wealth, ex- 
pressible in money, but not embodied in money, differing 
from a stock of concrete goods in that it does not perish, 
but is ever present, not only to facilitate the work of man, 
not only to increase his means of enjoyment, but to make 
his imending progress possible. 
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